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(A) A bank holding company may ac-
quire more than 25 percent of the vot-
ing shares of the foreign company only
if another shareholder or control group
of shareholders unaffiliated with the
bank holding company holds a larger
block of voting shares of the company;

(B) The bank holding company and
its affiliates may not lend or otherwise
extend credit to the foreign company
in amounts greater than 50 percent of
the total loans and extensions of credit
to the foreign company; and

(C) The bank holding company’s rep-
resentation on the board of directors or
on management committees of the for-
eign company may be no more than
proportional to its shareholding in the
foreign company.

(2) Investments by bank subsidiary of
bank holding company. Upon applica-
tion, the Board may permit an indirect
investment to be made pursuant to this
paragraph through an insured bank
subsidiary of the bank holding com-
pany where the bank holding company
demonstrates that such ownership is
consistent with the purposes of the
FRA. In granting its consent, the
Board may impose such conditions as
it deems necessary or appropriate to
prevent adverse effects, including pro-
hibiting loans from the bank to the
company in which the investment is
made.

(3) Divestiture—(i) Time limits for dives-
titure. The bank holding company shall
divest the shares of, or other ownership
interests in, any company acquired
pursuant to this paragraph (unless the
retention of the shares or other owner-
ship interest is otherwise permissible
at the time required for divestiture)
within the longer of:

(A) Ten years from the date of acqui-
sition of the investment except that
the Board may extend such period if, in
the Board’s judgment, such an exten-
sion would not be detrimental to the
public interest; or

(B) Two years from the date on which
the bank holding company is permitted
to repatriate in full the investment in
the foreign company;
Provided however that, in either event
divestiture occurs within fifteen years
of the date of the acquisition.

(ii) Report to the Board. The bank
holding company shall report to the

Board on its plans for divesting an in-
vestment made under this paragraph
two years prior to the final date for di-
vestiture, in a manner to be prescribed
by the Board.

(iii) Other conditions requiring divesti-
ture. All investments made pursuant to
this paragraph are subject to para-
graphs (b)(4)(i)(A) and (B) of this sec-
tion requiring prompt divestiture (un-
less the Board upon application author-
izes retention) if the company invested
in engages in impermissible business in
the United States that exceeds in the
aggregate 10 percent of the company’s
consolidated assets or revenues cal-
culated on an annual basis; provided
however that, such company may not
engage in activities in the United
States that consist of banking or finan-
cial operations (as defined in
§ 211.23(f)(5)(iii)(B) of this chapter), or
types of activities permitted by regula-
tion or order under section 4(c)(8) of
the BHC Act, except under regulations
of the Board or with the prior approval
of the Board.

(4) Investment procedures—(i) General
consent. Subject to the other limita-
tions of this paragraph, the Board
grants its general consent for invest-
ments made under this paragraph if the
total amount invested does not exceed
the greater of $25 million or 1 percent
of the Tier 1 capital of the investor.

(ii) All other investments shall be
made in accordance with the proce-
dures of paragraph (c) of this section
requiring prior notice or specific con-
sent.

(5) Conditions—(i) Name. Any com-
pany acquired pursuant to this para-
graph shall not bear a name similar to
the name of the acquiring bank holding
company or any of its affiliates.

(ii) Confidentiality. Neither the bank
holding company nor its affiliates shall
provide to any company acquired pur-
suant to this paragraph any confiden-
tial business information or other in-
formation concerning customers that
are engaged in the same or related
lines of business as the company.

§ 211.6 Lending limits and capital re-
quirements.

(a) Acceptances of Edge corporations—
(1) Limitations. An Edge corporation
shall be and remain fully secured for:
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15 For purposes of this subsection, subsidi-
ary includes subsidiaries controlled by the
Edge corporation but does not include com-
panies otherwise controlled by affiliates of
the Edge corporation.

16 In the case of a foreign government,
these include loans and extensions of credit
to the foreign government’s departments or
agencies deriving their current funds prin-
cipally from general tax revenues. In the
case of a partnership or firm, these include
loans and extensions of credit to its members
and, in the case of a corporation, these in-
clude loans and extensions of credit to the

corporation’s affiliates where the affiliate
incurs the liability for the benefit of the cor-
poration.

(i) All acceptances outstanding in ex-
cess of 200 percent of its Tier 1 capital;
and

(ii) All acceptances outstanding for
any one person in excess of 10 percent
of its Tier 1 capital; Provided however
that, these limitations apply only to
acceptances of the types described in
paragraph 7 of section 13 of the FRA (12
U.S.C. 372).

(2) Exceptions. These limitations do
not apply if the excess represents the
international shipment of goods and
the Edge corporation is:

(i) Fully covered by primary obliga-
tions to reimburse it that are guaran-
teed by banks or bankers; or

(ii) Covered by participation agree-
ments from other banks, as such agree-
ments are described in § 250.165 of this
chapter.

(b) Loans and extensions of credit to
one person—(1) Limitations. Except as
the Board may otherwise specify:

(i) The total loans and extensions of
credit outstanding to any person by an
Edge corporation engaged in banking
and its direct or indirect subsidiaries
may not exceed 15 percent of the Edge
corporation’s Tier 1 capital;15 and

(ii) The total loans and extensions of
credit to any person by a foreign bank
or Edge corporation subsidiary of a
member bank, and by majority-owned
subsidiaries of a foreign bank or Edge
corporation, when combined with the
total loans and extensions of credit to
the same person by the member bank
and its majority-owned subsidiaries,
may not exceed the member bank’s
limitation on loans and extensions of
credit to one person.

(2) Loans and extensions of credit has
the meaning set forth in § 211.2(p) of
this part16 and, for purposes of this
paragraph, include:

(i) Acceptances outstanding that are
not of the types described in paragraph
7 of section 13 of the FRA (12 U.S.C.
372);

(ii) Any liability of the lender to ad-
vance funds to or on behalf of a person
pursuant to a guarantee, standby letter
of credit, or similar agreements;

(iii) Investments in the securities of
another organization except where the
organization is a subsidiary; and

(iv) Any underwriting commitments
to an issuer of securities where no
binding commitments have been se-
cured from subunderwriters or other
purchasers.

(3) Exceptions. The limitations of
paragraph (b)(1) of this section do not
apply to:

(i) Deposits with banks and federal
funds sold;

(ii) Bills or drafts drawn in good faith
against actual goods and on which two
or more unrelated parties are liable;

(iii) Any bankers’ acceptance of the
kind described in paragraph 7 of sec-
tion 13 of the FRA that is issued and
outstanding;

(iv) Obligations to the extent secured
by cash collateral or by bonds, notes,
certificates of indebtedness, or Treas-
ury bills of the United States;

(v) Loans and extensions of credit
that are covered by bona fide participa-
tion agreements; or

(vi) Obligations to the extent sup-
ported by the full faith and credit of
the following:

(A) The United States or any of its
departments, agencies, establishments,
or wholly-owned corporations (includ-
ing obligations to the extent insured
against foreign political and credit
risks by the Export-Import Bank of the
United States or the Foreign Credit In-
surance Association), the International
Bank for Reconstruction and Develop-
ment, the International Finance Cor-
poration, the International Develop-
ment Association, the Inter-American
Development Bank, the African Devel-
opment Bank, the Asian Development
Bank, or the European Bank for Recon-
struction and Development;
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(B) Any organization if at least 25
percent of such an obligation or of the
total credit is also supported by the
full faith and credit of, or participated
in by, any institution designated in
paragraph (b)(3)(vi)(A) of this section
in such manner that default to the
lender will necessarily include default
to that entity. The total loans and ex-
tensions of credit under this paragraph
(b)(3)(vi)(B) to any person shall at no
time exceed 100 percent of the Tier 1
capital of the Edge corporation.

(c) Capitalization. An Edge corpora-
tion shall at all times be capitalized in
an amount that is adequate in relation
to the scope and character of its activi-
ties. In the case of an Edge corporation
engaged in banking, after December 31,
1992, its minimum ratio of qualifying
total capital to weighted-risk assets, as
determined under the Capital Ade-
quacy Guidelines, shall not be less than
10 percent, of which at least 50 percent
shall consist of Tier 1 capital; provided
however that for purposes of this para-
graph, no limitation shall apply as to
the inclusion of subordinated debt that
qualifies as Tier 2 capital under the
Capital Adequacy Guidelines.

§ 211.7 Supervision and reporting.
(a) Supervision—(1) Foreign branches

and subsidiaries. Organizations conduct-
ing international banking operations
under this subpart shall supervise and
administer their foreign branches and
subsidiaries in such a manner as to en-
sure that their operations conform to
high standards of banking and finan-
cial prudence. Effective systems of
records, controls, and reports shall be
maintained to keep management in-
formed of their activities and condi-
tion. Such systems shall provide, in
particular, information on risk assets,
liquidity management, operations, in-
ternal controls, and conformance to
management policies. Reports on risk
assets shall be sufficient to permit an
appraisal of credit quality and assess-
ment of exposure to loss, and for this
purpose provide full information on the
condition of material borrowers. Re-
ports on the operations and controls
shall include internal and external au-
dits of the branch or subsidiary.

(2) Joint ventures. Investors shall
maintain sufficient information with

respect to joint ventures to keep in-
formed of their activities and condi-
tion. Such information shall include
audits and other reports on financial
performance, risk exposure, manage-
ment policies, operations, and controls.
Complete information shall be main-
tained on all transactions with the
joint venture by the investor and its
affiliates.

(3) Availability of reports to examiners.
The reports and information specified
in paragraphs (a)(1) and (2) of this sec-
tion shall be made available to examin-
ers of the appropriate bank supervisory
agencies.

(b) Examinations. Examiners ap-
pointed by the Board shall examine
each Edge corporation once a year. An
Edge corporation shall make available
to examiners sufficient information to
assess its condition and operations and
the condition and activities of any or-
ganization whose shares it holds.

(c) Reports—(1) Reports of condition.
Each Edge corporation shall make re-
ports of condition to the Board at such
times and in such form as the Board
may prescribe. The Board may require
that statements of condition or other
reports be published or made available
for public inspection.

(2) Foreign operations. Edge and
Agreement corporations, member
banks, and bank holding companies
shall file such reports on their foreign
operations as the Board may require.

(3) Acquisition or disposition of shares.
A member bank, Edge or Agreement
corporation or a bank holding company
shall report, in a manner prescribed by
the Board, any acquisition or disposi-
tion of shares.

(d) Filing and processing procedures. (1)
Unless otherwise directed by the
Board, applications, notifications, and
reports required by this part shall be
filed with the Reserve Bank of the dis-
trict in which the parent bank or bank
holding company is located or, if none,
the Reserve Bank of the district in
which the applying or reporting insti-
tution is located. Instructions and
forms for such applications, notifica-
tions and reports are available from
the Reserve Banks.

(2) The Board shall act on an applica-
tion or notification under this subpart
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